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item of equipment, but piers and foun-
dations that are designed to be as per-
manent as the buildings that house the 
equipment, or that are constructed as a 
part of the building and that cannot be 
removed without cutting into the 
walls, ceilings or floors or without in 
some way impairing the building, must 
be included in the building accounts. 

(d) The cost of efficiency or other 
tests made subsequent to the date 
equipment becomes available for serv-
ice must be charged to the appropriate 
expense accounts, except that tests to 
determine whether equipment meets 
the specifications and requirements as 
to efficiency, performance, and similar 
items, guaranteed by manufacturers, 
made after operations have commenced 
and within the period specified in the 
agreement or contract of purchase may 
be charged to the appropriate service 
company property account. 

§ 367.58 Property record system re-
quired for service company prop-
erty. 

(a) Each service company must keep 
its cost allocation system so as to show 
the nature of each addition to or re-
tirement of service company property, 
the related total cost, the source or 
sources of costs, and the property ac-
count or accounts to which charged or 
credited. Records covering jobs of short 
duration may be cleared monthly. 

(b) Each service company must main-
tain records in which, for each prop-
erty account, the amounts of the an-
nual additions and retirements are 
classified so as to show the number and 
cost of the various record units or re-
tirement units. 

§ 367.59 Additions and retirements of 
property. 

(a) For the purpose of avoiding undue 
refinement in accounting for additions 
to and retirements and replacements of 
service company property, all property 
will be considered as consisting of re-
tirement units and minor items of 
property. Each company must main-
tain a written property units listing 
for use in accounting for additions and 
retirements of property and apply the 
listing consistently. 

(b) The addition and retirement of re-
tirement units must be accounted for 
as follows: 

(1) When a retirement unit is added, 
the related cost must be added to the 
appropriate service company property 
account. 

(2) When a retirement unit is retired, 
with or without replacement, the re-
lated book cost must be credited to the 
property account in which it is in-
cluded, determined in the manner pro-
vided in paragraph (d) of this section. If 
the retirement unit is of a depreciable 
class, the book cost of the unit retired 
and credited to service company prop-
erty must be charged to the accumu-
lated provision for depreciation appli-
cable to the property. The cost of re-
moval and the salvage must be charged 
or credited, as appropriate, to the de-
preciation account. 

(c) The addition and retirement of 
minor items of property must be ac-
counted for as follows: 

(1) When a minor item of property 
that did not previously exist is added 
to service company property, the re-
lated cost must be accounted for in the 
same manner as for the addition of a 
retirement unit, as provided in para-
graph (b)(1) of this section, if a sub-
stantial addition results, otherwise the 
charge must be to the appropriate 
maintenance expense account. 

(2) When a minor item of property is 
retired and not replaced, the related 
book cost must be credited to the prop-
erty account in which it is included; 
and, in the event the minor item is a 
part of depreciable property, the ac-
count for accumulated provision for de-
preciation must be charged with the 
book cost and cost of removal and cred-
ited with the salvage. If, however, the 
book cost of the minor item retired and 
not replaced has been or will be ac-
counted for by its inclusion in the re-
tirement unit of which it is a part 
when the unit is retired, no separate 
credit to the property account is re-
quired when the minor item is retired. 

(3) When a minor item of depreciable 
property is replaced independently of 
the retirement unit of which it is a 
part, the cost of replacement must be 
charged to the maintenance account 
appropriate for the item. However, if 
the replacement effects a substantial 

VerDate Aug<31>2005 09:46 Jun 01, 2007 Jkt 211057 PO 00000 Frm 00972 Fmt 8010 Sfmt 8010 Y:\SGML\211057.XXX 211057


